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MAIN 
FEATURES 


FINANCIAL 1968 
Total income $30,896,000 
Cash flow 16,673,000 

Per share 3.48 
Earnings for the year 5,256,000 

Per share E10 
Working capital (2,592,000) 
Capital expenditures 26,424,000 
OPERATING 


Net daily production 
Crude oil and 
condensate (barrels) 21.500 
Natural gas (mcf) 36,496 


1967 


$25,265,000 
17,132,000 
3.06 
6,853,000 
1.43 
8,083,000 

2 535,000 


DIRECTORS’ REPORT 
TO Ene 
SHAREHOLDERS 


The quarterly reports have indicated the diffi- 
culties which have been encountered during the year 
in disposing of certain crude oil production, particularly 
in southwestern Saskatchewan. In British Columbia, 
a reduction in wellhead price of 10c a barrel had 


to be accepted in order to avoid loss of market. 


Refining and marketing costs and that portion of 
depreciation attributable to related facilities constituted 
additional expense which is not as yet fully offset by 
income produced therefrom. These are the chief prob- 
lems which have resulted in a reduction for 1968 in 
earnings and cash flow. However, it is hoped that these 
difficulties will be reduced and eventually eliminated 
by the natural growth in demand, by expansion of 
pipeline facilities and the development of the Com- 
pany’s retail operations. 


In 1968, net earnings amounted to $5,256,000 
($1.10 a share), compared with $6,853,000 ($1.43 
a share) in 1967. Cash flow was $16,673,000 ($3.48 
a share), compared with $17,132,000 ($3.58 a share) 
in 1967. Net production of crude oil and condensate 
averaged 27,510 barrels a day over the year, compared 
with 26,960 barrels in 1967. The curtailment of 
production amounted to 2,100 barrels a day over the 
year — approximately the amount of new production 
developed. Natural gas sales increased to 36,496 mcf 
a day from 25,915 mcf a day in 1967. 


It is a pleasure to report that the Kaybob South 
plant, in which the Company has a 36% interest, was 
placed on stream in December, 1968. The impact on 
the Company of the proceeds of sale of the very large 
volume of sulphur, condensate and liquefied petroleum 


gases which will be produced from that plant deserves 
Special mention. The Company’s share of those pro- 
ducts will result in substantial increases in the 
Company’s earnings and cash flow, commencing in 
the current year. Details are given elsewhere in this 
report. 


One of the highlights of the Exploration and 
Development review is the acquisition of lands in 
Canada’s north. These lands include two offshore 
parcels in the Beaufort Sea in the Canadian Arctic. 
In addition, in January, 1969, the Company acquired 
at a Crown Sale, following a seismic survey, a 50% 
interest in what is considered a very desirable Permit 
in the Mackenzie Bay area of the Beaufort Sea. While 
no cash bonus was paid, the Company and its partners 
are obligated to conduct exploration work, which may 
include drilling, at a cost of $6,000,000 over the next 
six years. It is anticipated that extensive exploration 
will be conducted by other companies in the general 
area. 


Capital expenditures in 1968, for exploration, 
production, marketing and refining, exceeded $26,- 
000,000. The principal item was the construction of 
the Kaybob South gas processing plant, which did not 
go on production until the year end. Accordingly, the 
considerable expenditure involved did not produce any 
income during the year. That expenditure will, however, 
result in a substantial increase in earnings and cash 
flow in 1969. Expenditures for refinery additions and 
marketing facilities will yield increasing revenue with 
the growth of this division of the Company. 


The Premier of British Columbia, The Honorable 
W. A. C. Bennett, officially opened the Company’s 
refinery at Prince George in June. The ceremonies 
were attended by many Government officials and 
business leaders. The refinery has continued to 
operate most efficiently, producing high quality gaso- 
lines, diesel fuels and heating oils. At the year end, 
42 of the Company’s distinctive and attractive mar- 
keting outlets had been completed in Alberta and 
British Columbia. Sales volumes are very encouraging 
and give reason for optimism in respect of the market- 
ing operations. It is planned that facilities will be 
expanded by the addition of 38 new outlets during the 
Currents yea. 


Considerable publicity has been focussed on the 
market price of refined petroleum products at the 
retail and wholesale levels during the past several 
years. Government agencies, oil companies, automo- 
tive associations and others have carried out numerous 
investigations on this subject, and the general public 
has been presented with a great deal of conflicting 
information. In actual fact, the pricing structure for 
these products in the market place is extremely com- 
petitive. Both industry and the motoring public have 
been enjoying low prices for gasoline and other petro- 
leum products. These low prices have been substan- 
tially obscured by high sales taxes on petroleum 
products. This situation exists at a period of time when 
the cost of production is escalating with each ensuing 
year. This price-cost relationship makes it obvious that 
it is only by constantly increasing its already high 
degree of efficiency and level of productivity that the 


oil industry has been able to continue to provide quality 
petroleum products for industry and the public. 
Economics exert increasing pressure for an adjustment 
Of prices: 


In this environment, the Company does not sub- 
scribe to increased government controls on pricing 
practices, nor does it consider further restrictive 
legislation necessary or in the best interests of the 
motoring public. 


The current year, it is confidently expected, 
will see a continuation of the Company’s growth, the 
resumption of an upward trend in production and 
income, and a considerable increase in net earnings 
and cash flow. 


With the expansion of the Company’s business, 
the staff has grown in numbers, experience and overall 
skills and disciplines. The members of the staff have 
performed their various duties with efficiency and due 
regard to the interests of the Company. The sincere 
thanks of the directors and management is extended 
to all employees and to the members of the growing 
dealer organization who represent the Company to 
the motoring public. 


By Order of the Board 


Mf Geaee 


President 
February 26, 1969 


DRILLING OPERATIONS - 1968 
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EXPLORATION — DEVELOPMENT DRILLING 


Exploration operations in 1968, as in past years, 
were concentrated in the provinces of Alberta, British 
Columbia and Saskatchewan; however, substantial new 
lands were acquired in the Yukon and the Northwest 
Territories and also in the Beaufort Sea in the Canadian 
Arctic. These new acquisitions will lead to increasing 
exploration in Canada’s north, commencing in 1969. 


Development drilling was conducted in the three 
westernmost provinces, with emphasis on the Kaybob 
area of Alberta. 


Capital expenditures incurred for exploration 


Geological field party on location in the Richardson Mountains, operations and development drilling are set out below 
Yukon Territory. ; 


1968 1967 
Exploration 
Dre meee wet aee rca k $1,796,000 $ 1,685,000 
Geophysical mech. 2 ik 1,914,000 3,331,000 
Eancdisacaguisition, =... ...5: 934,000 259 IROOO 
4,644,000 7,607,000 
Development drilling ........ 5,276,000 3,465,000 


$9,920,000 $11,072,000 


Drilling—tThe drilling program included participation 
in 26 exploratory and 65 development wells. The table 
above gives a summary of this activity. 


The exploratory drilling program resulted in one 
oil and two gas discoveries. The oil discovery and one 
gas discovery were in the Triassic Halfway sand in 
northeastern British Columbia. The other gas discovery 
was in the Middle Devonian in the Rainbow area of 
northern Alberta. 


LAND HOLDINGS AT DECEMBER 31, 1968 


Reservations and 


Permits* Leasehold 
Gross Net Gross Net Gross Net 
Alberta. one, ee 683,000 490,000 1,227,000 776,000 1,910,000 1,266,000 
British Columbia 1,465,000 1,287,000 1,124,000 478,000 2,589,000 1,765,000 
Saskatchewan 2,320,000 2,153,000 656,000 383,000 2,976,000 2,536,000 
Manitoba — — 57,000 56,000 57,000 56,000 
N.W.T. and Yukon . 2,850,000 1,649,000 267,000 125,000 3,117,000 1,774,000 
Total acres ee ee 1,818,000 10,649,000 7,397,000 


7,318,000 


0,279,000 


3,391,000 


*Approximately 50% of the area of each permit or reservation may be converted to leases. 


One of the main features of the year’s develop- 
ment drilling activity was the Company’s participation 
in 24 successful wells drilled to the Viking, Cadomin 
and Beaverhill Lake gas reservoirs in the Kaybob South 
area of central Alberta. These wells were drilled to 
provide productive capacity for the Kaybob South gas 
processing plant and were not produced to any extent 
during the year, but will be on full production through- 
out most of 1969. 


Additional development drilling in the Clarke 
Lake field in northeastern British Columbia, the 
Company's largest gas producing property, added 
substantial new reserves and permitted the sale of 
additional volumes of gas. 


Successful development drilling for both oil and 
gas was also carried out in 13 other producing fields in 
the western provinces. 


In addition to wells in which the Company 
participated, 36 wells were drilled by other companies 
on or adjacent to Company lands and were supported 
by acreage contributions. These wells, although of 
considerable assistance in evaluating Company land 
holdings, did not add significantly to the Company’s 
production or reserves. 


Geophysical—Geophysical expenditures amounted to 
$1,914,000 ($3,331,000 in 1967). Geophysical pro- 
grams were conducted in the three westernmost 
provinces and the Northwest Territories. Also during 
the year an offshore seismic program was conducted 
in the Beaufort Sea. 


Land Holdings—During 1968 the Company acquired 
2,457,000 net acres at a cost of $934,000. After the 
conversion of certain reservations and permits to 
leases, the surrender of lands following evaluation and 
net changes arising from farmout agreements, the 
Company’s land holdings totalled 7,397,000 net acres 
at the end of 1968, which represents an increase of 
1,228,000 net acres over the previous year end. 


New lands were acquired in the four western 
provinces as well as in the Yukon and Northwest 
Territories. The more significant acquisitions included 
a 50 per cent interest in 765,000 acres in the Bell 
River area of the Yukon Territory, a 50 per cent interest 
in 308,000 acres located in the Mackenzie Bay area 
of the Beaufort Sea, a 50 per cent interest in 500,000 
acres in the Fort McPherson area of the Northwest 
Territories and a 100 per cent interest in 1,108,000 
acres in the Bowser Basin area of northwestern British 
Columbia. These and other land acquisitions are 
indicated on the map at the end of the report. 


PRODUCTION 


Crude oil and condensate production averaged 
27,510 barrels net, an increase of 2% over the pre- 
vious year. “New” production developed during the 
year, from new wells and from improved response to 
various enhanced recovery projects, was largely offset 
by curtailment of production continuing for varying 
periods in different areas and averaging 2,100 barrels 
a day over the year. Production of the heavier crude 


of southwestern Saskatchewan was restricted for 


PRODUCTION OF CRUDE OIL AND several months owing to a limited market resulting 
CONDENSATE partly from construction work in the refinery con- 
Stituting its principal market and partly from lack of 
Average net daily barrels pipeline capacity. 
Many of the fields from which the Company 
fees: es ey takes production are under some form of enhanced 
Red hart ose ise ee mek 2,000 1,620 ; 
Kaybob South 6 1,410 1,450 recovery operation. During the year, a waterflood 
Virginia Hills. Sn ee - 1,360 1,340 program became operational in the Weasel field in 
Sturgeon Lake South i 10802 1,120 British Columbia. At Battrum, in Saskatchewan, the 
Others ees os 1,350 1,100 combustion drive (fireflood) pilot scheme has given 
Total lo GN Se F900 26.680 encouraging results, and facilities to increase this test 
operation to a full-scale combustion recovery program 
BRITISH COLUMBIA are being installed. During 1969, air injection capacity 
Millicey ce 3,820 3,800 will be increased from 9,000 to 30,000 mcf a day, 
East Peejay ...... peti Ne 1,210 1,450 with corresponding effect on productive capacity. 
PATRON ne oes el >. Ree 770 720 Other fields, which appear to be suitable prospects for 
OMPGIS ote ee ee Be eee secondary recovery treatment, are under study and, 
TOLER: cue en eee eos 6,650 6,650 in some cases, active development. 
psa | baie Natural gas sales in 1968 increased to 36,496 
North Premier ...........01 0s .se 1,940 1,600 mef per day from 25,915 mcf. This additional produc- 
OSC ON a ra ae iter gah tion came primarily from the Clarke Lake field in 
DES |: RSE i eed Genta Paige eM agree i 1,330 950 ae : ; ; 
(Se MN ett a Oe Sans OC 1,270 1,300 British Columbia, from which Union’s share of produc- 
Cantuar re a eee 1210:'-1,180 tion averaged 19,000 mcf per day during the year, 
Nottingtaims.: f2: 0.6 as ana 1,060 1,000 compared with 11,500 mcf in 1967. 
eee ee ae ea. ss ae The Kaybob South gas processing plant started 
Hastings. oo docs to ee ee 760 800 to receive sour gas on December 15, 1968. This plant 
[SHOVES ee Pres iis eke Ca ane 580 720 has a raw gas inlet capacity of 212 mmcf per day, 
Others .. Pocresseeeseressiesss 1,930 2,000 including 170 mmcf of sour Beaverhill Lake formation 
TotaPe soars peso. eee 13,280 13,260 gas and 42 mmcf of sweet Viking gas. The daily 
MANITOBA ie leah a Bip A gee 380 420 


SOTAL GH aw cana tek, 27,510 26,960 


product recoveries at the plant from the processing 
of this gas will include 1,000 long tons of sulphur, 
12,400 barrels of condensate, 2,700 barrels of butane 
and 3,000 barrels of propane. All of the residue gas 
from the sour gas stream will be returned to the 
Beaverhill Lake reservoir; 38 mmcf per day of residue 
gas from the Viking will be sold. Union’s share of plant 
and products is approximately 36%. Pressure main- 
tenance in the Beaverhill Lake, by reinjecting the 
residue of the sour gas, will eliminate the serious 
retrograde liquid losses, substantially improve the per- 
formance of the field and result in much increased 
product recovery, compared with the results which 
would be obtained by natural depletion through 
blowdown. 


Capital expenditures for production facilities 
during the year, including part of the cost of the 
Kaybob South gas processing plant and certain second- 
ary recovery projects, amounted to $12,197,000, 
compared with $1,762,000 in 1967. 


RESERVES 


The Company’s net proven reserves at the end 
of 1968, with comparative figures for the previous 
year, are Summarized in the table below: 


1968 1967 
Crude oil and 
condensate (bbls.) ......... 145,737,000 143,937,000 
Natural gas liquids (bbls.) . 6,765,000 6,759,000 
Natural gas (mcf) ... 454,384,000 405,796,000 
Sulphur (long tons) ........ 1,278,000 1,241,000 


These reserves were calculated by Company 
engineers and include developed and undeveloped 
reserves. The developed reserves are the quantities 
that can be recovered through existing facilities. Un- 
developed reserves are the volumes estimated to be 


Drilling program included participation in 
26 exploratory and 65 development wells 


recoverable from wells to be drilled on proven 
undrilled acreage, from existing wells requiring recom- 
pletion, and as the result of the installation of new 
facilities for fluid injection and the construction of 
new plants for gas processing. Probable or possible 
additional reserves are not included in these figures. 


Crude oil and condensate reserves were increased 
by 1,800,000 barrels after replacing approximately 
10,068,000 barrels produced during the year. 


Recoverable reserves of natural gas were 
increased by 12% as the result of successful develop- 
ment drilling which extended the known field limits 
at Kaybob South and Clarke Lake. 


REFINING 


The Company’s refinery at Prince George, British 
Columbia, operated effectively during the year to 
process 1,486,337 barrels of crude oil and condensate, 
reflecting an average calendar day charge rate of 
4,061 barrels. Charge rate in the last quarter was 
increased, and further increases are anticipated in 
1969. Products exceeded the high quality standards 
established and found ready acceptance in the market 
place. 


Construction of asphalt manufacturing facilities 
was commenced prior to the year end, and asphalt 
products will be available by summer to meet an 
increasing demand in the area for paving asphalts and 
road oils. Additional tankage was erected to provide 
optimum storage facilities for the increased throughput 
levels expected and the new products to be 
manufactured. 


MARKETING 


At the year end, the Company’s retail marketing 
operations had been expanded to include 42 retail 
service station units throughout British Columbia and 
Alberta. With completion of an additional 38 units 
planned for 1969, Union 76 representation will be 
firmly established at prime locations in urban areas 
and key intervals on major highway routes throughout 
the Company’s marketing area. The distinctive new 
design of the service stations displaying the Union 76 
identification has drawn favourable notice and com- 
ment by the motoring public. It is recognized that 
a high standard of site development is necessary to 
project a desirable marketing image. The Company 
is working closely with provincial, municipal and 
community planning authorities in this regard. Not- 
withstanding the extremely competitive conditions 
existing in the industrial and consumer petroleum 
marketing field, the amount of business now being 
enjoyed indicates progress in this area and gives good 
reason for encouragement in projecting future sales 
volumes. The extreme competition does, however, keep 
realizations at a low level at this time. 


Kaybob South plant went on stream at year-end 


Lapa ES Recah SOOM 
eo eee 
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Station in Whalley, B.C. is typical of new Union 76 retail outlets praised for attractive design 


Charge it! 
with any 


a 
credit 


eh ease, 


Guest of honour Premier W. A. C. Bennett speaks at official opening of refinery 


| a ae La 2 Tee. 


Mayor Garvin Dezell of Prince George cuts ribbon at one of five new service stations in his city 


FINANCIAL 


Net earnings for the year amounted to $5,256,- 
O00, or $1.10 per share, compared with $6,853,000, 
or $1.43 per share, in 1967. Cash flow generated from 
operations totalled $16,673,000 ($3.48 per share), 
down from $17,132,000 ($3.58 per share) in 1967. 


A comparative analysis of income from all sources 
follows: 


1968 1967 


Sale of crude oil, natural gas 


and refined products .... $30,138,000 $24,443,000 


Interest income ............ 218,000 562,000 
Dividends from non- 

controlled companies ... 121,000 120,000 
Profit on sale of properties . 31,000 23,000 
Facility rental and 

service charges .......... 304,000 84,000 
OthermaaiCOmem ern ae sn a7 84,000 33,000 


$30,896,000 $25,265,000 


The increase in sales is due to development 
of refining and marketing operations, however, as 
shown in the Statement of Earnings, the growth of 
these activities also accounts to a large extent for 
the increase in expense. 


Capital expenditures are summarized as follows: 
1968 1967 


$17,473,000 $ 5,227,000 
4,644,000 7,607,000 
4,307,000 8,701,000 


Development). 2...22.+.255 
Exploration 


Refining and marketing .... 


$26,424,000 $21,535,000 


Capital expenditures have exceeded cash gen- 
erated from operations for the past two years, due 
largely to the construction of the refinery and market- 
ing facilities and participation in the construction of 
the Kaybob South gas processing plant. Early in 1968, 
the Company arranged with Canadian banks to obtain 
loans repayable over a three year period, with provision 
for prepayment at the Company’s election without 
penalty. This method of financing is particularly 
advantageous at this time, as the anticipated increase 
in cash flow which will accrue from the Kaybob plant 
operations is expected to permit early retirement of 
the loans. 


Financial and operating statistics for the past 
seven years appear on page 20 of this report. 


CONSOLIDATED BALANCE SHEET - DECEMBER 31 
ASSETS 


CURRENT ASSETS 
Cash 
Short term deposits 
Accounts receivable 
Inventories (Note 5) 
Crude oil, sulphur and refined products 


Materials and supplies 


PROPERTY, PLANT AND EQUIPMENT, at cost (Note 7) 


Less: Accumulated amortization, depletion and depreciation 


OTHER ASSETS 
Long term receivables 
Investment in non-controlled companies, at cost 
Operating and performance deposits 


Prepaid and deferred charges 


Approved by the Board of Directors 


ae Ce 


Director 


Director 


1968 


$ 257,095 


4,675,320 


1,273,343 
907,172 
7,012,900 


139,134,901 
30,942,929 
108,191,972 


399,680 
1,505,685 
883,173 
975,423 


3;/63,961 


$118,968,833 


1967 


$ 501,435 
6,992,438 
4,402,833 


9385/22 
813,701 


13,644,129 


117,514,788 
24,274,378 
93,240,410 


161,821 
FI1LiG72 
793,337 
838,356 
2,/85,186 


$109,669,725 


CONSOLIDATED STATEMENT OF EARNINGS - YEAR ENDED DECEMBER 31 


1968 

INCOME 
Sales of crude oil, natural gas and refined products $30,137,860 
Other income 75/915 
Total income 30,895,775 

EXPENSE 
Production 4,031,079 
Exploration 1,113,428 
Rentals on unproven lands 1,393,497 
Amortization of unproven lands 3,697,0/7 
Depletion 2,663,399 
Depreciation 3)/320,299 
Dry holes and abandonments 1,/30,39/ 
Refining and marketing 6;186;996 
General and administrative (Note 4) 1,495,899 
Total expense 25,640,071 
EARNINGS FOR THE YEAR S 5,255,704 


CONSOLIDATED STATEMENT OF SURPLUS - YEAR ENDED DECEMBER 31 


1968 
CONTRIBUTED SURPLUS 
Paid-in premium on shares issued 
Balance January 1 $73,156,147 
Additions during the year fii 
Balance December 31 eo, DO, VAL. 
EARNED SURPLUS 
Net earnings retained in the business 
Balance January 1 26,162,984 
Earnings for the year 5 255,704 
Balance December 31 $31,418,688 


1967 


$24,443,255 


621.8357 


25,260,092 


4,152,957 
FAG BL: 
1,246,834 
3,061,975 
2,451,350 
3,086,187 
1,678,900 
986,872 
1,006,506 


18,411,892 
$ 6,853,200 


1967 


$72,833,022 


S25,;125 


73,196,147 


19,309,784 


6,853,200 


$26,162,984 


CONSOLIDATED STATEMENT OF SOURCE 
AND EMPLOYMENT OF FUNDS - YEAR ENDED DECEMBER 31 


SUURCE OF FUNDS 
Sales of crude oil, natural gas and 
refined products and other income 


Less: Expenditures for production, exploration, rentals on 
unproven lands, refining and marketing and for 
general and administrative expense 


Funds provided from operations 
Issue of shares 


Disposal of property, plant and equipment 


EMPLOYMENT OF FUNDS 


Capital expenditures 
Net increase in Other Assets 


DECREASE IN WORKING CAPITAL 


1968 


$30,895,775 


14,222,899 


16,672,876 


5,306 


160;728,232 


26,424,090 
Seo 8 i) 


27,402,865 


$10,674,633 


1967 


$29,209,092 


8,133,480 


LE ISL GI? 


344,375 
128,363 


17,604,350 


215535,317 
560,507 


22,095,824 


$ 4,491,474 


NOTE 1 — SUMMARY OF ACCOUNTING PRACTICES 


The Company’s accounting practice is to charge to expense, when incurred, all exploration expenditures, including the cost of 
dry holes but excepting the cost of geophysical surveys which result in retention or acquisition of properties and also excepting 
the acquisition cost of oil and gas properties. These exceptions and the cost of successful wells are capitalized and, when appro- 
priate, are amortized on a unit of production basis. 

The costs attributed to unproven lands are amortized by charging to expense each year an amount calculated to write off these 
costs over the estimated period of retention of the lands concerned. When unproven lands are surrendered, the accumulated 
amortization is reduced by the costs attributed to such lands. 

Depreciation on production equipment and facilities is calculated on a unit of production basis. The reserves used in this 
calculation are proven developed reserves. Depreciation on general facilities is calculated on a straight line basis. 

Depletion in respect of investment in proven lands is calculated on a unit of production basis, using in the calculation total 
proven reserves, both developed and undeveloped. 


NOTE 2 — PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include the accounts of Union Oil Company of Canada Limited and its wholly owned 
subsidiary, Union Oil Holdings Limited. 


NOTE 3 — INCOME TAXES 


Under the provisions of the Income Tax Acts, each of the Company and the subsidiary company may deduct its drilling and 
exploration expenses from current income. Any excess of such expenses in any year may be carried forward to apply against future 
income. In addition, the Acts authorize capital cost allowances which may be greater than the corresponding depreciation 
recorded in the companies’ accounts. As a result of the application of these provisions, no income taxes were payable by either 
of the companies for 1968. Accordingly, as the companies account for income taxes on the “taxes payable” basis, no provision 
for income taxes has been made in the accompanying financial statements. 

At December 31, 1968, accumulated drilling and exploration expenses aggregating approximately $52,000,000 for both companies 
were carried forward for use in computing taxable income in future years, and there remained at the same date approximately 
$25,900,000 of assets in respect of which capital cost allowances may be claimed. At December 31, 1967, the comparable figures 
were approximately $52,000,000 and $16,700,000. 

It is not the Company’s policy to provide for income taxes deferred as a result of claiming in any year for tax purposes drilling 
and exploration expenses and capital cost allowances greater than the corresponding amounts recorded in the companies’ accounts. 
However, had the Company adopted the “deferred tax” accounting concept, provision for deferred tax in the amount of $1,618,000 
would have been required in respect of 1968, and net earnings would have been reduced accordingly. The comparable figure for 
1967 would have been $2,266,000. The cumulative amount of deferred tax at December 31, 1968, would have been approximately 
$9,370,000. 

Alternatively, if the “deferred tax” concept had been applied only in respect of timing differences relating to depreciable assets, 
the amounts of deferred tax would have been $1,741,000 for 1968, $1,190,000 for 1967, and the cumulative amount at December 
31, 1968, would have been $3,989,000. 


NOTE 4 — REMUNERATION PAID TO DIRECTORS AND SENIOR OFFICERS 


Statement required by Canada Corporations Act: 
Total remuneration received from the Company and its consolidated subsidiary by directors of the Company, including 
directors who are officers, amounted to $60,031. 


Statement required by certain provincial Securities Acts: 
Aggregate direct remuneration paid or payable by the Company and its consolidated subsidiary to the directors and senior 
officers of the Company amounted to $195,689. 
NOTE 5 — INVENTORIES 


Valuation of inventories is at or below average cost but does not exceed net realizable value. 


NOTE 6 — COMMITMENTS AND CONTINGENCIES 


In accordance with relevant regulations, the Company has issued non-interest bearing demand notes which are on deposit 
with the Federal government to guarantee the performance of exploratory work in respect of certain Crown oil and gas rights 
granted to the Company. These demand notes total $1,902,000 at December 31, 1968. 


The Company has a contingent liability to purchase in certain circumstances, at a cost not exceeding $1,870,000, bonds of 
a pipeline company of which Union Oil Company of Canada Limited is a shareholder. The Company is contingently liable for the 
payment of principal (to a maximum amount of $2,225,000) and interest in respect of certain debentures of the same pipeline 
company. 


NOTE 7 — PROPERTY, PLANT AND EQUIPMENT 
at December 31, 1968 


Accumulated 


depletion, Net 

Gross depreciation investment 

investment and Net December 

at cost amortization investment 31, 1967 
Unproven lands $ 22,470,042 $ 2,922,745 $ 19,547,297 $20,428,871 
Proven lands 37,067,470 14,237,786 22,829,684 24,624,423 
Exploration work in progress 1,876,368 — 1,876,368 2,398,997 
Oil and gas wells and facilities 50,435,466 12,654,179 37,781,287 32,249,725 
Gas plants and facilities 10,192,928 265,936 9,926,992 1,302,672 
Marketing sites and facilities 7,540,470 91,272 7,449,198 3,568,302 
Refinery 8,632,503 555,546 8,076,957 8,171,603 
Other facilities and equipment 919,654 215,465 704,189 495,817 

$139,134,901 $30,942,929 $108,191,972 $93,240,410 


NOTE 8 — SHARE CAPITAL 


Options to purchase shares of the Company are held by certain employees in respect of 5,150 shares and by certain officers, 


one of whom is a director, in respect of 10,700 shares. The option price is equal to the market price on the day the options were 
authorized. Options are exercisable at various dates, but not later than 10 years from the date of issue. No options were exercised 
during 1968. Details of shares under option at December 31, 1968, are as follows: 


Date Shares Price 

To an officer March 14, 1967 1,000 $32 

To officers, one of whom is a director December 6, 1967 9,700 54 

To certain employees December 6, 1967 5,150 54 
Total shares under option December 31, 1968 15,850 


AUDITORS’ REPORT 
TO THE SHAREHOLDERS OF UNION OIL COMPANY OF CANADA LIMITED 


We have examined the consolidated balance sheet of Union Oil Company of Canada Limited and its wholly owned subsidiary 
as at December 31, 1968, and the consolidated statements of earnings, surplus and source and employment of funds for the year 
then ended. Our examination included a general review of the accounting procedures and such tests of the accounting records and 
other supporting evidence as we considered necessary in the circumstances. 

In our opinion, except that no provision has been made for deferred income taxes relating to depreciable assets as explained 
in Note 3, these consolidated financial statements present fairly the financial position of the companies as at December Sie 
1968, and the results of their operations and the source and employment of their funds for the year then ended, in accordance 
with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


McDONALD, CURRIE & CO. 


Calgary, February 24, 1969. Chartered Accountants. 


FINANCIAL 


Income from all sources 


Less: Expenditures for production, 
exploration, rentals on unproven 


lands, refining and marketing and 


for general and administrative 
expense 


Cash flow from operations 
Dollars per share 


Less: Depletion, depreciation, dry holes, 


abandonments and amortization 
of unproven lands 


Earnings (Loss) for the year 
Dollars per share 


Working capital 
Property, plant and equipment — net 
Investments and other assets 


Total assets employed 
Less: Balance of purchase price of oil 


and gas properties and other assets 


Other liabilities 
Shareholders’ equity 


1968 


$30,896 


14,223 


16,673 
3.48 


11,417 


5,256 
1.10 


(2,592) 
108,192 
3,764 


109,364 


$109,364 


Number of shares issued and outstanding 4,789,300 


Number of shareholders 


Capital expenditures 
Development drilling 
Oil, gas and gas plant facilities 
Exploratory drilling 
Geophysical surveys 
Acquisition of oil and gas properties 
and other rights and interests 
Refining 
Marketing 


Total 


OPERATING 


Net proven reserves 
Crude oil and condensate 
(thousands of barrels) 
Natural gas liquids 
(thousands of barrels) 
Natural gas (mmcf) 
Sulphur (long tons) 
Average net daily production 
Crude oil and condensate (barrels) 
Natural gas (mcf) 
Land holdings (thousands of net acres) 
Number of employees 


*Proven developed reserves only 


1,212 


$ 5,276 
12,197 
1,796, 
1,914 


934 
337- 
3,970 


$26,424 


145,737 


6,765 
454,384 
1,278,279 


27,510 
36,496 


71,397 
234 


1967 


1966 


1963 


(in thousands of dollars except where otherwise specified) 


$25,265 


8,133 


17,132 
3.58 


10,279 


6,853 
1.43 


8,083 
93,240 
Zi hod 


104,108 


$104,108 


4,789,300 
1,310 


$23,947 


$96,911 


4,768,050 
1,451 


$ 7,478 


2,841 


4,637 
1.28 


4,419 


218 
0.06 


(12) 
50,064 
828 


50,880 


‘a7 
$50,502 


3,600,000 
2,096 


1962 


$ 5,446 


$50,284 


3,600,000 
2,387 


$21,535 


143,937 


6,759 
405,796 
1,241,202 


26,960 
20,915 


6,169 
19% 


133,079 


395 
403,274 
659,279 


26,405 
24,028 


DLL 
133 


1965 1964 
$12:097' S$. 8.GRg 
3,451 3.107 
8,826 5 832 
2.45 1.62 
5537 4,624 
3,289 1,208 
0.91 0.33 
13,535 (104) 
74,942 51,208 
1,986 273 
90,463 51,877 
23,367 ee 
as 167 
$67,096 $51.710 
3,600,600 3,600,000 
1,865 2.972 
$3316 $2182 
1529 1/102 
L511 839 
360 290 
1,554 1,409 
278 ane 
$8547 |. $95,802 
127,483 52,988* 
408 Pe 
367,879 — 275,129 
249/129 a 
12,030 9,745 
13,700 10,600 
5 825 1,576 
112 83 


45,278* 


266,112 


8,230 
11,500 


1,857 
79 


40,985* 


254,037 


5,760 
10,400 


4,070 
76 
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HEAD OFFICE 


709 Eighth Avenue S.W., 
Calgary, Alberta 


TRANSFER AGENT AND REGISTRAR 
The Royal Trust Company 

Montreal, Toronto, Winnipeg, 
Calgary, Vancouver 


SUBSIDIARY 
Union Oil Holdings Limited 


STOCK EXCHANGE LISTINGS 


The shares of the Company are listed 
on the Toronto, Montreal, Vancouver 
and Calgary Stock Exchanges. 

The acquisition of shares of the Com- 
pany is exempt from the application of 
the United States Interest Equalization 
Tax Act. 


AUDITORS 
McDonald, Currie & Co. 


UINMIGM union ol Company OF CANADA LIMITED 


